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TO: Vancouver City Council

FROM: Chair of the Auditor General Committee

SUBJECT: Auditor General Committee Recommendations Transmittal Report
RECOMMENDATION

THAT Council approve the recommendations from the February 2, 2023, Auditor General
Committee meeting as follows:

A.

THAT the Auditor General’'s January 2023 report entitled “2022 Annual Report
and 2023 Operational Plan” be received.

THAT the Auditor General’'s January 2023 report entitled “Audit of Building
Permit Fees” be received;

FURTHER THAT the report’s five recommendations be endorsed.

THAT a targeted recruitment process to fill the vacant position of External
Advisory Liaison member on the Auditor General Committee, as outlined in the
Report dated January 23, 2023, entitled “Auditor General Committee — External
Liaison Recruitment” be approved;

FURTHER THAT an informal working group to oversee the External Advisory
Liaison member recruitment process, made up of Councillors Fry, Montague
and External Liaison Archie G. Johnston be approved.

THAT the City Clerk be directed to report back at the next scheduled AGC
meeting with revised Terms of Reference in recognition of the current high
quorum threshold of four of five members present, by adding an alternate
committee member position for the Committee’s endorsement and subsequent
recommendation to Council.

COUNCIL AUTHORITY/PREVIOUS DECISIONS

Per the Auditor General By-law s.3.14, the Auditor General reports directly to Council.


https://vancouver.ca/your-government/contact-council.aspx
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Pursuant to s.161 of the Vancouver Charter, the Auditor General Committee was appointed to
among other things, provide oversight to the Auditor General on behalf of Council.

BACKGROUND

At the Auditor General Committee (AGC) meeting on February 2, 2023 the Committee considered
three reports, made the recommendations identified above, and received two presentations.

The three reports are attached for reference:

Appendix A: “2022 Annual Report and 2023 Operational Plan” Report dated January 2023 and
presented to the February 2, 2023 AGC Meeting.

Appendix B: “Audit of Building Permit Fees” Report dated January 2023 and presented to the
February 2, 2023 AGC Meeting.

Appendix C: “Auditor General Committee — External Liaison Recruitment” Report dated
January 23, 2023 and presented to the February 2, 2023 AGC Meeting.

CONCLUSION

This Report transmits the recommendations by the Auditor General Committee at its meeting on
February 2, 2023, for Council’'s consideration.
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CITY OF
Auditor General

26 January 2023
To the Mayor and Council of the City of Vancouver,

In accordance with section 3.11 of the Auditor General By-law, | submit my 2022
Annual Report.

I release this report in conjunction with my 2023 Audit Plan, which outlines the
audits we intend to undertake over the next three years.

Although I am required to provide only an Annual Report, this document is also the
OAG’s Operational Plan. In this way, Mayor and Council can readily see in one
place how my office has performed, where it is now and where it is headed. As a
transitional measure in the OAG’s first months of existence, the goals, key
performance indicators and targets included in this document were initially reported
in my 2022 Audit Plan.

While there were challenges and delays in building the Office of the Auditor General
for the City of Vancouver (OAG), nonetheless | look back with satisfaction at the
milestones achieved over the first 16 months of its existence, and know there are
even larger ones on the horizon in the first quarter of 2023. Above all, | am proud
of the team that has come together and the work we have done on our first audit
projects.

I would like to thank the City Manager, the City Clerk and their teams for their
support in setting-up this new office, and their willingness to collaborate through
the many challenges involved in establishing a new independent audit function that,
while part of the City, is separate from its operations and leadership.

I also thank the current Mayor and Council, as well as the previous Mayor and
Council, for the opportunity to contribute to improving the economy, efficiency and
effectiveness of the City’s operations.

Mike Macdonell, MBA, CFE, FCPA, FCA
Auditor General
Vancouver, BC
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About the Office of the Auditor General

The Auditor General By-law No. 12816 (AG By-law) was enacted by City Council on

November 4%, 2020.

Photo: Kent Kallberg

Pursuant to the AG By-law, Mike Macdonell was selected by
the Auditor General Recruitment Committee and was
appointed by Council as the City of Vancouver’s inaugural
Auditor General for a seven-year term commencing
September 7%, 2021.

Section 3 of the AG By-law describes the Auditor General’s
mandate and responsibilities as follows:

e to assist Council in holding itself and City administrators
accountable for the quality of stewardship over public funds
and for achievement of value for money in City operations;
e to carry out financial (excluding attest), compliance and
performance audits of all programs, activities and functions
of all City departments, the offices of the Mayor and
members of Council, Boards and City-Controlled

Corporations (responsibility for auditing the annual financial statements of
the City is described in the Vancouver Charter and is excluded from the
responsibilities of the Auditor General);

¢ to undertake financial (excluding attest), compliance and performance audits
and provide recommendations to a Board, but only upon request of that

Board;

e to consider undertaking such other duties respecting audit matters as are
recommended by Council from time to time; and,

e to immediately report to Council any attempts at interference with the work
of the Office of the Auditor General.

The AG By-law stipulates that the Auditor General is accountable only to Council
and, although an employee of the City, does not report to and is not accountable to
City staff. Functionally, the Auditor General reports to the Auditor General
Committee (AGC), a sub-committee of Council comprised of five Councillors and
two lay representatives.
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First Year of Operations

The OAG transitioned from building to performing over the course of this first full
year of operations. Lori Berndt, Deputy Auditor General, joined the OAG on March
7™ with additional team members added over the next seven months. The eighth
and final team member joined us on October 315t

OAG team members left to right: Felix Cheu, Subran Premachandran, Lori Berndt, Jenny Lau, Mike Macdonell,
Kenny Cham, Stacey Lee, Cindy Cheng, Lorinda Stoneman

The office occupies a small section of a City-owned building on the corner of
Cambie and West 10" Streets, referred to as the West Annex. Consistent with the
OAG’s independence from City operations, a secure physical space was needed.
Construction began at the beginning of Q4 and, although some furniture and fixture
items remained outstanding, the project was substantially complete by end of year.
Also in process at year-end was our acquisition of audit support software.
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The first draft of the OAG Performance Audit Manual was completed in Q1. Also
referred to at the Professional Engagement Manual, the manual provides the
Auditor General’s detailed instructions to the audit team for the planning, conduct
and reporting of audits in accordance with Canadian Audit Standards. The manual
was also the basis for performance audit training that was delivered to team
members in three full-day sessions throughout Q4.

After the election, the Auditor General provided an orientation session to Mayor and
Council to review the OAG’s mandate, status of work underway and key issues.
The Auditor General also then met with each Councillor individually.

Under the AGC’s Terms of Reference, follow-up on the Auditor General’s
recommendations is the responsibility of Council. Council and the Auditor General
agreed on a process that will see the OAG coordinate a semi-annual self-
assessment process on the status of outstanding audit recommendations. This
non-assurance report (no audit or other verification is conducted) will provide an
efficient and effective mechanism to ensure Council-approved audit
recommendations receive appropriate attention and monitor the status of
implementation.

Audit Work

On March 17" a planning meeting was held with senior staff from the Development,
Buildings and Licensing department, marking the beginning of the OAG’s transition
from building to performing. Three audits were underway as of December 31°,
with final reports scheduled for release in January, February and April 2023.
Further detail regarding audit projects is contained in the 2023 Audit Plan.

Whistleblowing

At the request of the AGC, the Auditor General conducted a study of whistleblower
practices in comparable local governments (those with an Auditor General or
equivalent). The results of this study were reported to the AGC at its meeting on
April 22™, highlighting three significant issues with Vancouver’s approach to
whistleblowing. The report recommended that Council expand the definition of
whistleblower to include complainants external to the City, and that Council
consider whether revisions to the City’s Whistleblower Policy were warranted in light
of the appointment of an independent Auditor General and Integrity Commissioner.

The AGC endorsed the first recommendation, but enhanced the second
recommendation to direct City staff to revise the Whistleblower policy so that the
Auditor General is delegated responsibility for:

e The intake, assessment and investigation of complaints;
e Making recommendations for corrective action; and
e Publicly reporting results.
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Complaints involving elected officials are to be referred to the Integrity
Commissioner.

As of December 31, amendments to the City’s Whistleblower Policy had yet to be
brought to Council for approval. Development of processes and procedures to
implement Council’s direction, including the hiring of investigation staff, will
commence once an amended Whistleblower Policy has been approved by Council.

Performance Framework

Mandate — To assist Council in holding itself and City administrators accountable
for the quality of stewardship over public funds and for achievement of value for
money in City operations.

Mission — To provide assurance that City of Vancouver services are delivered with
due care for economy, efficiency and effectiveness.

Goals — Consistent with the practices of leading legislative audit offices in Canada,
the operations of the OAG are focussed on achieving key strategic goals. The four
goals identified below reflect priorities in measuring the office’s ongoing
performance and impact.

2022 Goal 1 — To establish an operational OAG.

As detailed in the next section, the vast majority of work necessary to make
the OAG operational was completed during 2022, and the office did transition
to full operations during the year. As a result, this goal is considered to have
been achieved and will be discontinued going forward.

However, during the year Council directed expansion of the Auditor General’s
mandate to include whistleblowing. Legislative and policy changes necessary
to implement this change are still in process, nonetheless, in anticipation of
this transition the OAG as adopted a new Goal 1.

2023 Goal 1 — To establish an independent whistleblower function within the
OAG.

Goal 2 — To produce objective, high quality audits in accordance with
Canadian Audit Standards.

Goal 3 — To provide City departments with objective, helpful
recommendations.

Goal 4 — To produce a positive return on investment for Vancouver
taxpayers.
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Key Performance Indicators

2022 Goal 1 — To establish an operational OAG.

Performance Highlights: Planning interviews for our first audit began on March 17"
marking the beginning of the OAG’s transition from building to performing. As of

December 31°%t the OAG was fully operational and, as a result, this goal is
considered complete and will be discontinued going forward.

establishing a functional office.

KPI Description 2022 2022
Target | Actual

The OAG’s audits will be conducted by

Number of staff hired in a team of highly trained professionals. 8 8

2022 Procuring sufficient and appropriate
staff capacity is the most important
input to making the office operational.

Notes: Team members were added incrementally between March and October.

All operational and administrative staff were in place as of October 31st.

Complete physical office Providing an appropriate, secure

set-up workspace in the City’s West Annex will Q2 Q4
be an essential milestone in 2022 2022

Notes: Renovations to the OAG’s West Annex space were delayed, but were substantially
complete by December 315t. Installation of office furnishings by REFM remained
incomplete, but was in process.

Complete OAG foundational
components

Key milestones necessary to make the
office ready for operations include
completion of a professional
engagement manual, OAG policies and
audit templates, and staff training on
these materials.

Q3
2022

Q4
2022

Notes: The OAG Performance Audit Manual, OAG Policies for Media Relations and Social
Media and audit templates were in place by the end of Q3. Performance audit training
was delivered by the end of Q4.
Though not explicitly noted in the description, acquisition and implementation of an audit
software platform in an important component of the OAG’s operations, and remained
outstanding at year-end due to IT support capacity constraints.
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2023 Goal 1 — To establish an independent whistleblower function within the OAG.

KPI1 Description 2023
Target
Council directed City staff to revise the
Number of investigators Whistleblower policy to assign responsibility for 2
hired in 2023 the whistleblower function to the Auditor General.

Through the budget process, Council’s Auditor
General Committee has endorsed the hiring of
two staff in 2023.

Develop and operationalize | Develop and implement administrative procedures

procedures and for the intake, processing, investigation and Q4
infrastructure to support reporting of whistleblower activities. Acquire and 2023
the OAG’s independent install an IT platform to support the OAG’s

whistleblowing function whistleblower function.

Goal 2 — To produce objective, high quality audits in accordance with Canadian
Audit Standards.

Key Performance Indicators

KPI Description 2022 2022 2023
Target | Actual | Target

Audit reports are the principal
Number of reports output of the OAG’s operations and 3 1 6
produced the primary means of
communicating the results of our
work to Council and the public.

Notes: A study of whistleblowing practices was prepared at the request of the AGC and
released on April 14", Delays in the hiring of staff resulted in delayed starts for all of our
audits. Three audits were underway as of December 315, with reports scheduled for
release in January, February and April 2023. The OAG 2023 Audit Plan provides more
information on upcoming work in 2023.

The OAG is a licensed practicing
Proportion of audit office with CPABC, subject to
files passing periodic inspection by the Public
inspection by the Practice Committee. Performing 100% n/a 100%
Chartered Professional | all audit work in accordance with
Accountants of BC Canadian Audit Standards is an
(CPABC) essential input to ensure the
credibility of our work.

Notes: CPABC's first inspection is scheduled for March 2023, after which results will be
reported to the AGC.
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Goal 3 — To provide City departments with objective, helpful recommendations.

Key Performance Indicators

departments

practicable and be cost effective.
Acceptance by audited departments
is an important short-term outcome
on the path to achieving our
mission.

KPI Description 2022 2022 2023
Target | Actual | Target
Recommendations made to audited
departments are intended to
Proportion of address opportunities for
recommendations improvement identified during our
accepted by audited work, address underlying issues, be 100% n/a 100%

2023.

Notes: Measurement for this KPI will begin once our first audit report is released in January

Proportion of
recommendations
endorsed by the AGC

After receiving our audit findings
and recommendations as well as
management’s response to them,
AGC’s endorsement of audit
recommendations is a short-term
outcome confirming the need for
action.

100%

n/a

100%

Notes: Measurement for this KPI will begin once our first audit report has been presented
to AGC in February 2023.

Proportion of
recommendations
fully implemented by
audited departments
within three years

Performance on this mid-term
outcome will be determined through
the OAG’s follow-up process. Some
recommendations may take longer
than three years to fully implement,
and City departments may find
alternate approaches to address the
root causes.

Fully
measured
in 2026

Fully
measured
in 2026

Fully
measured
in 2026

2026 Follow-up Report.

Notes: Interim measurement for this KPI will begin with the issuance of our first Follow-up
Report in December 2023. Full results will be known after the issuance of our December
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Goal 4 — To produce a positive return on investment for Vancouver taxpayers.

Key Performance Indicator

KPI Description 2022 2022 2023
Target | Actual | Target

Proportion of OAG Many audit recommendations

five-year operational should, if fully implemented,

costs matched by produce positive financial impacts Fully n/a Fully

positive financial through cost savings, cost avoidance ”:sazsgzrgd ”:sazsgzrgd

or enhanced revenue. We aim to
ensure such savings at least match
the office’s cost of operations over a
five-year period. This long-term
outcome ensures the OAG provides
value for Vancouver taxpayers.

impacts for the City
attributable to our
recommendations

Notes: Interim measurement for this KPI will begin in 2023, however, it will not be fully
measured until five years after the issuance of our first report.

Record Retention

In accordance with section 7.10 of the AG By-law, the Auditor General reports that
the storage of non-audit records is either fully integrated with the City or, for a
small number of documents related to human resource matters, retained in
accordance with the City’s record retention policies.

Further, a record retention policy for audit records will be developed as work
concludes on the first audit project in early 2023 and in conjunction with the
acquisition and installation of an audit software platform.
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Performance Audits

A performance audit is an independent, objective and systematic assessment of how well
government is managing its activities, responsibilities and resources. We select audit topics on
the basis of their significance. While the OAG may comment on policy implementation in a
performance audit, we do not comment on the merits of a policy.

Performance audits are planned, performed, and reported in accordance with professional
auditing standards and the OAG's policies. They are conducted by qualified auditors who:

o Establish audit objectives and criteria for the assessment of performance;

e Gather the evidence necessary to assess performance against the criteria;

e Report both positive and negative findings;

¢ Conclude against the established audit objectives; and,

e Make recommendations for improvement when there are significant differences between
criteria and assessed performance.

Performance audits contribute to a public service that is ethical and effective and a civic
administration that is accountable to taxpayers and its elected officials.

Office of the Auditor General for the City of Vancouver Audit Report
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Message from the Auditor General

To the Mayor and Council of the City of Vancouver,

| am pleased to present this report on my office’s performance audit of the City’'s
administration of Building Permit Fees.

As the first audit report issued by the Office of the Auditor General for the City of
Vancouver, this report represents an important milestone in the City’s ongoing efforts to
enhance its performance and accountability. On behalf of my team, | thank the current
Mayor and Council, as well as the previous Mayor and Council, for the opportunity to
conduct this work and contribute to improving the economy, efficiency and effectiveness of
the City’s operations.

Local governments regulate the construction and renovation of structures to ensure the
safety of occupants and achieve policy objectives. The issuance of building permits is an
important early step in this regulatory process. Intended to be a fully cost recovered
service, building permit applicants are required to pay fees in accordance with a fee
schedule. The City's effectiveness in achieving its cost recovery objective is the subject of
a separate audit to be released later this year.

Our findings, whether positive or negative in nature or somewhere in between, are
explained in detail in the main body of this report. We found that the Development,
Buildings and Licensing department (DBL) met the audit criteria in a number of areas.
However, we also found opportunities for improvement and, as a result, have made five
recommendations to improve the administration of building permit fees. | thank DBL for its
positive response to our recommendations, which is provided in Appendix A.

I would like to express my appreciation to the DBL team for their assistance and full
cooperation during the audit. In particular, | thank the General Manager and City’s Chief
Building Official for their leadership in volunteering for our first audit, and thank them for
their support as we built our new team and worked through our processes for the first time.

Mike Macdonell, FCPA, FCA
Auditor General

Vancouver, B.C.

25 January 2023

Office of the Auditor General for the City of Vancouver Audit Report
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Executive Summary

Summary

1. Our audit objective was to determine whether the City of Vancouver’s (the City)
Development, Buildings and Licensing department (DBL) implemented processes to
accurately and consistently assess building permit fees in compliance with the Vancouver
Building By-law No 12511 (Building By-law).

2. DBL implemented processes to consistently and accurately assess building permit fees, in
substantial compliance with most of the relevant requirements of the Building By-law.
However, we found some significant exceptions related to processes administered by the
Housing Review Branch (HRB) and identified areas for improvement in both HRB and the
Building Review Branch (BRB). We believe that implementation of the five recommendations
contained in this report will enhance the City’s building permit process to the benefit of
applicants, taxpayers and the City.

Background

3. The central purpose of a building permit is to ensure projects comply with the Building By-
law to meet life safety, livability, accessibility and sustainability requirements. Issuance of a
building permit is required for new construction, alterations and changes made to land use
Or occupancy on private property.

4. In 2021, the City of Vancouver reviewed and issued 969 permits for new buildings and
collected approximately $12.4 million in building permit fees from applicants. The vast
majority of these were issued by two branches within DBL: HRB and BRB.

What We Examined

5. The audit covered the period of January 2021 to June 2022. This audit examined the
accuracy of building permit fees and associated administrative processes and practices. We
examined the way in which the building permit fee process was administered by both HRB
and BRB. We examined the branches’ processes to determine whether they were designed
to comply with relevant sections of the Building By-law.

6. We also looked at whether administrative processes were clearly defined, well understood
and appropriately resourced to support staff in consistently processing building permit fees.

Office of the Auditor General for the City of Vancouver Audit Report
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What We Found

7. Overall, we found that DBL had developed and implemented processes to support the
distribution of building permit fees for building permit applicants in a manner that was
straightforward for staff to understand and administer. DBL charged fees accurately, based
on the City’s Schedule of Fees, once proposed project values were determined.

8. However, the method HRB used to determine construction estimates to which the Schedule
of Fees was applied was not authorized by the Building By-law. Additionally, we identified
inconsistencies in HRB’s administration of its processes, which resulted in discrepancies in
the calculations of the underlying value on which the fees were based.

Administration of Building Permit Fees

9. We found:

¢ Although HRB had designed a simplified process to consistently assess the
estimated value of the proposed work, the Building By-law did not provide authority
for its approach;

o Inconsistencies in how the City applied its multiplier to calculate fees;

e The administrative processes used by BRB complied with the Building By-law;

o BRB did not often request detailed cost information to support the value of the
proposed work submitted by applicants;

e Neither branch had written procedures or guidance for the building permit fee
assessment process;

e DBL did not use the Marshall & Swift valuation method to validate cost estimates
provided by applicants, although it was the method specified in the Building By-law;
and,

e DBL did not provide detailed guidance to applicants to ensure that project cost
estimates submitted in building permit applications were complete, reasonable and
supportable.

Accuracy of Building Permit Fees

10. We found:
¢ Building permit fees were accurately calculated using the values prescribed in the
City's Schedule of Fees;
o DBL did not consistently collect or review information, reports, or measures to
determine or monitor (at an aggregate level) whether building permit fees were
correctly assessed; and,

Office of the Auditor General for the City of Vancouver Audit Report
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e For projects we reviewed, the value of the proposed work was within a reasonable
range of values calculated using Marshall & Swift.

Recommendations

11. We designed the recommendations identified in Exhibit 1 to be relevant to specific areas of
the building permit fee administration process and to make positive contributions to the
City’s overall permitting program. The City has developed an action plan (See Appendix A:
Response from the Development, Buildings and Licensing Department) in response to these
recommendations.

Exhibit 1: Summary of Recommendations

Themes Recommendations

Administration | 1. The Development, Buildings and Licensing department should address
of Building discrepancies between the Building By-law and the administrative design of the
Permit Fees City of Vancouver’s building permit fee assessment process by either:

e Redesigning processes to more explicitly comply with the Building By-
law and address risks of under-charging or over-charging fees; or,

e Researching and recommending to Council amendments to the
Building By-law to include a different method for charging building
permit fees that is consistent, reliable, equitable and more efficient than
using the value of the proposed work submitted by applicants as a
basis for charging fees, taking the following into consideration:

0 The alignment of the selected method with the purpose of
charging fees in order to recover the full cost of providing the
service of issuing permits; and,

o0 Developing a transparent method for calculating fees that can be
consistently and accurately applied, with administrative efficiency
(which may be unique to different types of buildings).

2. The Development, Buildings and Licensing department should develop written
guidelines or standard operating procedures for staff to follow when
administering processes to determine building permit fees and provide training
to staff on the processes.

3. The Development, Buildings and Licensing department should enhance the
guidance provided to building permit applicants in order to support applicants’
inclusion of complete and accurate information in their application forms.

Office of the Auditor General for the City of Vancouver Audit Report
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Accuracy of 4. The Development, Buildings and Licensing department should develop a
Building Permit process, utilizing information available in POSSE, to monitor for administrative
Fees consistency of the building permit fee process to ensure that fees are being

assessed correctly.

5. The Building Review Branch should review the value of the proposed work
submitted for projects that have provided estimates during rezoning applications
(for Community Amenity Contribution requirements) to determine if they would
assist in assessing the reasonability of the values provided in building permit
applications.

Office of the Auditor General for the City of Vancouver Audit Report
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Main Report

1. Introduction

1.1 Background & Context

12. The central purpose of a building permit is to ensure projects meet the life safety, livability,
accessibility and sustainability requirements of the Vancouver Building By-law No 12511
(Building By-law). Issuance of a building permit is required for new construction, alterations
and changes made to land use or occupancy on private property. In 2021, the City of
Vancouver reviewed and issued 969 permits for new buildings and collected approximately
$12.4 million in building permit fees from applicants.

Exhibit 2: Annual Fees Collected for Building Permits, City of Vancouver, 2018-2022

Year 2018 2019 2020 2021 2022*+*

Number of New
Building Permits 1,674 1,192 1,037 969 1,457
Issued*

Building Permit

Fees Collected ** $12,161,768 $15,599,607 $13,755,454 $12,370,453 $29,258,384

* Permits issued for the year include permits applied for in prior years.

** As the City uses cash-basis accounting to record building permit fees collected, the values presented here
are different from those presented in the City’s financial reports. The values presented here reflect the total
fees collected from the building permits issued by year.

*** Note: 2022 values are current to January 31 2023.

13. The Building By-law requires building permit applicants to pay fees calculated in accordance
with the by-law’s Permit Fee Schedule and requires that fees be calculated based on the
estimated value of the proposed work (construction value) stated in the application. Under

Office of the Auditor General for the City of Vancouver Audit Report
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15.

16.

the Building By-law, the value of the proposed
work must reflect the market value of all labour,
fees and materials related to the project.

The Building By-law allows the City’s Chief
Building Official (CBO) to review the value of
the proposed work using the Marshall
Valuation Method (now known as 'Marshall &
Swift") — a nationally-recognized cost-
estimation program used to determine the
market value of a building — and to substitute a
different value for the proposed work in place
of the value stated by the applicant.

Like other aspects of the City's permitting
program, the City intends for its building
permitting program to be funded through user
fees. Accordingly, it sets applicant fees
collected through the permitting program to
recover expenses (both direct and indirect)
incurred in processing permit applications.

To keep pace with changing administration
costs and to add fees for new services, the
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Legislative Authority on Building Permits &
Associated Fees

Vancouver Building By-law 12511 (2019)
regulates the design and construction of new
buildings, alterations, changes of use and
demolition of existing buildings as well as the
administration of permitting (including fees),
inspections and the enforcement of those
requirements. The by-law shares key objectives
with provincial regulations.

Vancouver Charter establishes the City’s
authority to adopt by-laws to regulate the
design and construction of buildings, issue
permits and fix a fee for permits (Part Ill, s.
161A and Part IX, s. 306(1)(f)).

BC Building Code is the provincial regulation
that governs the completion of new
construction, building alterations, repairs and
demolitions; it is based on the model National
Building Code of Canada.

National Building Code of Canada is an
objective-based, non-legally binding, ‘model’
code that promotes consistency among
provinces and territories.

City’s Finance, Risk, and Supply Chain Management department (FRS), with support from
the Development, Buildings and Licensing department (DBL), reviews and updates the

What are Cost-Based Regulatory Fees?

schedule annually, subject to Council

approval. This review includes an analysis of

Cost-based regulatory fees are fees directly
connected to a regulatory scheme, such as the
Building Permit By-law, and set at a level that
recovers all or part of the full cost (direct and indirect
costs) of providing the service that benefits
applicants.

forecasted permitting volumes and anticipated
internal cost escalations. Cost escalation
factors include resource additions, collective
agreement salary increases, permitting
program improvement costs and introduction

of new regulations that add to permit

Municipalities are not generally permitted to set fees
on a basis other than cost recovery.

Office of the Auditor General for the City of Vancouver
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Administering Building Permits

Section 1.5 of the Building By-law gives the City’s CBO, the authority to administer the by-
law’s requirements. Within DBL, the Permitting Services group administers various by-laws,
including the Building By-law. Permitting Services processes permits and handles enquiries
related to developments and buildings on private property. Permitting Services for new
construction includes two work groups that administer building permits based on the type
and complexity of construction:
e The Housing Review Branch (HRB) administers permits for construction of new one-
and two-family dwellings, laneway houses and secondary suites; and,
e The Building Review Branch (BRB) processes building permit applications for most
complex construction projects and residential projects apart from single family and
row houses.

1.2 About the Audit

18.

19.

20.

21.

The building permitting program is a key part of ensuring that construction in the City meets
life safety, livability, accessibility and sustainability requirements. Given the importance of
this topic, we included a performance audit of Building Permit Fees in the OAG’s 2022
three-year plan. The overall objective of this audit was to determine whether DBL
implemented processes to accurately and consistently assess building permit fees in
compliance with the Building By-law.

Building Permit Fees in the Context of the
This audit examined the accuracy of building City’s Overall Permitting Program
permit fees and associated administrative

processes and practices The City issues more than 24 types of permits

related to development, building, and planning
under various by-laws. Examples include
The audit covered the building permits reviewed building, trades and development permits.

and issued during the period of January 2021 to S2ED WP C PRGBS B EE (e i,

June 2022. We conducted our examination work these fees are 'n_tefnded to cover the overall
cost of the permitting program.

between July and November 2022 and completed

the audit on January 18, 2023.

The scope of this audit does not include:
o Building permit fee processes for renovation projects, as these projects are typically
low-cost and collectively only make up about eight per cent of fees;
e Other permits, such as zoning and development permits and their associated fees;
e The collection of fees and financial processes and controls administered by FRS; or,
e Building permit issuance timeliness and enforcement.

Office of the Auditor General for the City of Vancouver Audit Report
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22. This audit aligns with an examination of the City’s permitting program cost recovery model,
which is the subject of a separate, concurrent audit. The overall objective of the permitting
program cost recovery audit is to determine if the City’s permitting program cost recovery
model was designed and applied to ensure that the full costs of services were recovered,
and projected reserve fund balances were sufficient to stabilize future operations. Fees
collected through the building permit process are included within this model.

For more information on this audit, including audit methods, please refer to

Office of the Auditor General for the City of Vancouver Audit Report
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2. Findings, Conclusions and Recommendations

Summary

23. We concluded that DBL implemented processes to consistently and accurately assess
building permit fees in substantial compliance with most of the relevant requirements of the
Building By-law. However, we found some significant exceptions related to processes
administered by HRB and identified areas for improvement in that branch and BRB.

24. Overall, we found that DBL had developed and implemented assessment processes to
support the distribution of building permit fees in a manner that was straightforward for staff
to understand and administer. DBL charged fees accurately, based on the City’s Schedule
of Fees, once the proposed value of the project was determined by staff, which was done
differently in the two branches.

25. However, the method HRB used to determine construction estimates to which the Schedule
of Fees was applied was not authorized by the Building By-law. Additionally, we identified
inconsistencies in HRB’s administration of its processes, which resulted in discrepancies in
the calculations of the underlying value that the fees were based on.

26. The City’s Building By-law provides the CBO with the authority to use the Marshall & Swift
method as an alternative approach to determining cost estimates for projects. We selected
eight building permit applications from the audit period and found that the value of the
proposed work used by both HRB and BRB was within a reasonable range of estimates we
calculated using the Marshall & Swift method.

27. For permits processed by HRB, we determined that fees were based on estimated values
that fell within the range we calculated using Marshall & Swift, with no exceptions.

28. For permits processed by BRB, we found that fees were calculated in substantial
compliance with the Building By-law. However, the City did not ask most applicants to
provide a breakdown of the project value to confirm that estimates were based on a
complete and reasonable assessment of the project’s current monetary worth.

29. The use of cost estimates provided by applicants as the foundation for calculating fees has
inherent limitations. Estimates can vary widely depending on the estimation method and
assumptions used and may not be fully reflective of actual project costs due to the uncertain
nature of the estimation process. For example, we reviewed one application that valued the
proposed work at $30 million and found that the same project was valued at approximately
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$23 million using the Marshall & Swift method and at approximately $48 million using
another industry comparator, based on similar assumptions. It is important for the City to
implement a fair and consistent process that results in the most efficient method of charging
fees that reflect the City’s cost of providing building permit services.

2.1 Administration of Building Permit Fees

30. HRB and BRB assessed the vast majority of building permit fees for new buildings. The
City's Enquiry Centre also processed a small proportion of new construction applications (14
out of 1,174 records, or 1.19 per cent, with a total permit fee value 0.04 per cent).

31. The City charged building permit fees through the following process:

o The City received applications and determined the value of the proposed work to use
as the basis for the building permit fee. HRB and BRB carried this out differently, as
explained in the “What we found” sections for each

branch. POSSE
e Project Coordinators (PCs), or certified professionals POSSE is the City’s primary
(CPs) involved in BRB-processed permits, entered information technology system
the assessed value they had determined into the that receives building permit
City’'s POSSE system, which then applied a formula 225:::\';“;:;2:::585 permit
based on the City’s Schedule of Fees. The City applications.
reviewed and updated this schedule during the audit

period as part of a regular annual process.

32. The following permits were completed by the two primary branches during the audit period:

Exhibit 3: Value of Permits for New Buildings by Branch

Branch Permits Created and Issued Total Estimated Total Value of Permit
For New Buildings (Jan. 1, Value of Fees
2021 to June 30, 2022) Construction
Housing Review
1,096 $634,049,223 $3,843,951
Branch
Building Review
64 $3,181,553,643 $17,203,593
Branch

What we looked for

33. We examined the way in which the building permit fee process was administered by both
HRB and BRB. We examined the branches’ processes to determine whether they were
designed to comply with relevant sections of the Building By-law.

Office of the Auditor General for the City of Vancouver Audit Report
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We also looked at whether administrative processes were clearly defined, well understood
and appropriately resourced, to support staff in consistently processing building permit fees.

To better understand how consistently the City implemented its administrative processes,
we examined a representative sample of 64 permits (out of 1,096) that were issued by HRB
and reviewed all 64 permits issued by BRB.

We examined whether DBL provided sufficient guidelines and information and set clear
expectations for building permit applicants to provide reasonable and supportable estimates
of the value of the proposed work they were to include in their applications, upon which the
building permit fees were to be based.

What we found — Housing Review Branch

2.1.1 Although the Housing Review Branch had designed a simplified
process to consistently assess the estimated value of the proposed
work, the Building By-law did not provide authority for its approach

Municipal by-laws provide authority to staff to carry out a range of activities. It is important
for the City to ensure that administrative processes are carried out as intended by its by-
laws, and that by-laws are up-to-date. Administering by-laws in a consistently fair manner
provides good service to the community, inspires trust, and reduces the risk of applicants
appealing decisions.

The City’s Building By-law requires building permit applicants to file an application in writing
using the building permit application form prescribed by the CBO and submit the requisite
permit fee, in accordance with the Schedule of Fees. The application form includes a
mandatory question asking the applicant to state the value of the proposed work. The
Building By-law intends this to be the basis for the fee calculation, unless the CBO decides
to substitute a different value using the Marshall & Swift valuation method.

However, instead of using Marshall & Swift, HRB used a standard square footage multiplier
of $250 to calculate building permit fees for the applications it processed. The multiplier was
applied to the ‘net floor area®’ derived by the PC who assessed the application. The net floor

1 or ‘total floor area (net of exclusions)’
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area was not an entry on the application form; PCs derived it from information provided in
the architectural site plans included in each permit application package.

This process allowed HRB to assess applications in a consistent and straightforward
manner. Since the multiplier was a single value designed to be applied equally, variability in
fees depended solely on the net floor area provided by applicants. Applicants with higher net
floor areas paid more fees than those with lower net floor areas.

Staff told us that this multiplier had been used without change for ten years or more, and
was based on historical data and consultation with industry; however, DBL had no written
record of when the multiplier was developed, which sources of information were used to
derive it, or the assumptions built into it. Staff who had been with the City for many years
recalled the department using Marshall & Swift in the past, and that it was an extensive
exercise, involving more significant effort and resources than applying a square footage
multiplier. Using a multiplier is a more straightforward and consistent way to process the fee
component of building permit applications.

We were told that management’s expectation was that PCs would review the value of the
proposed work —when the applicant had entered a project value on the form — and base the
fee calculation on the higher of:

e The value provided by the applicant; and,

e The value derived by applying the multiplier to the net floor area of the structure.

In our review of applications processed by HRB, we found that only 52 per cent of them
included a value of the proposed work and the remaining 48 per cent did not. Staff told us
that because the standard process was to calculate fees using the multiplier method
designed by the department, they did not always follow up with applicants for their estimates
when the value was missing from the application form.

The Building By-law states that the fee should be based on the value of the proposed work
as stated on the permit application, or that a different value may be substituted by the CBO
using the Marshall & Swift valuation method. The City’s practices of inserting its own values
into incomplete applications and replacing applicants’ estimates with a calculation
developed by the branch — that was not based on the Marshall & Swift valuation method —
were not in compliance with the by-law.
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2.1.2 We found inconsistencies in how the Housing Review Branch
applied the multiplier to calculate fees

45. To ensure that applicants are charged fairly and in accordance with City by-laws and
direction, administrative processes should be implemented with an appropriate level of
consistency.

46. HRB did not have a formal, documented process to ensure consistency when assessing
building permit fees.

Use of stated value of the proposed work or HRB’s calculation

47. Staff told us that their administrative process was designed to use the value of the proposed
work to calculate the building permit fee if it was a higher value than HRB's calculation using
the $250 multiplier. We reviewed 64 of the 1,096 permit applications and found that the
multiplier was used to calculate the fee for 97 per cent of these applications. The cost
estimate provided in the application was used for only three per cent. Given that 52 per cent
of applications provided a cost estimate, this represents a substitution rate of 94 per cent.
Only six per cent of those applicants that provided the value of the proposed work were
charged fees based on the estimate they provided.

48. Approximately 20 per cent of those applications that included an estimated value had a
higher figure than HRB'’s calculation. We would expect to see projects with estimated values
that were higher than HRB's calculation or a Marshall & Swift valuation, as these tools were
intended to calculate an average value. DBL would have collected an additional $27,394, or
11.4 per cent of the overall fee value, had the value provided by the applicant been used to
calculate the fees. As the 64 permits we reviewed represent only 6.3 per cent of the total
value of HRB-processed permits in the audit period, the under-collected permit revenue may
be significantly higher than the amount we observed (see Exhibit 4)2.

2 While our sample of 64 permits was representative, it was not sufficient enough to allow us to
extrapolate the results across the entire population of 1,096 permits within a reasonable margin of
error.
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Exhibit 4: Housing Review Branch Building
In the 64 permits we reviewed, DBL would have collected Permits — Sampling Results
an additional ,or of the overall fee value

tested, had the value provided by the applicant been 49. As a point of reference from the 64
used to calculate the fees. '
permits reviewed, for projects where staff
applied the multiplier as designed, HRB
collected $12,096 more than it would
have by using the estimate provided by

the applicant.

Use of net floor area in calculation

50. We also found that approximately 16

per cent of the permit fees calculated by
(Population*) ] ) ]
the City were based on a different figure

Permit Value $240,863 6.3% $3,843,951

than the net floor area stated in the

Permit Count 64 5.8% 1,096

finalized architectural plans submitted by
*The population includes all building permits for new

building projects that are applied and issued by HRB the appllcant. Examples of the
between January 1, 2021 to June 30, 2022. discrepancies included:

e PCs using the gross floor area instead of the net floor area,;

e Minor summation errors; and,

e PCs using the net floor area from the architectural plans included in the initial
application instead of the final plans.

51. As a result of these inconsistencies, some fees were over-collected and some were under-

52.

collected. In the samples we reviewed DBL should have collected $1,674 less in fees
compared to the finalized net floor area calculations.

Garages

The net floor area of detached garages was excluded from HRB'’s calculations, based on a
practice that assumed that the cost of excluded garages had been factored into the $250
multiplier. DBL did not have documentation to support this assumption and we found it to be
a common practice by PCs. For applications that included buildings with detached garages,
the City used only the net floor area of the main building to calculate the fee; however, when
a garage was attached as part of a laneway house, the entire net floor area was used to
calculate the fee, including the garage portion. Laneway houses accounted for 40 per cent
of permit applications processed by HRB in the audit period.
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53. In addition, approximately 33 per cent of the samples we tested did not include any type of
garage in the scope of construction, as they included open parking pads. However, the City
made no adjustments to the $250 multiplier to factor in the absence of a garage, meaning
some applicants were charged fees that included an estimated cost for a structure that was
not included in their projects.

HRB Summary

54. HRB'’s development of a multiplier as a substitution for the stated value of the proposed
work was intended to be a straightforward, consistent and fair method of calculating fees.
However, the City’s application of the multiplier was not authorized by the Building By-law in
the following ways:

¢ The multiplier was not derived through the Marshall & Swift method; and,

e The practice of PCs completing applications that were missing the value of the
proposed work by inserting an estimate calculated by the City was not in compliance
with the by-law.

55. Additionally, the department had not updated the multiplier in many years and implemented
it inconsistently, resulting in some applicants being under-charged and some over-charged.
By acting outside the authority of its by-law, the City also increased its risk that applicants
may appeal their fee.

What we found — Building Review Branch

2.1.3 The administrative processes used by the Building Review Branch
complied with the Vancouver Building By-law

56. As required by the Building By-law, the City used the value of the proposed work provided
by the applicant as a basis to calculate building permit fees.

57. Staff told us that PCs and certified professionals were expected to use their professional
judgement and experience to assess the reasonableness of applicants’ submissions on the
value of the proposed work. They were expected to request supplementary cost information
from applicants in instances when they had to confirm that the estimates were reasonable.
This was to be done at the start of the process when the application fee was charged, or
when the application was being assessed (prior to the permit being issued).

58. BRB had developed a ‘project value breakdown worksheet’ to collect detailed information
about the value of the proposed work from applicants, in cases where they requested
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supplementary cost information. However, the branch had no documented guidance for the
conditions under which worksheets should be requested, or any value ranges or thresholds
that would prompt a review of supplementary information.

2.1.4 The Building Review Branch did not often request detailed cost
information to support the value of the proposed work submitted by
applicants

59. Collecting and reviewing detailed cost information can be a good practice for verifying the
completeness, general accuracy and consistency of fee assessments applied to different
applications. This is most important when incomplete or unreasonable estimates could result
in fees of a significant value being undercharged.

60. We found that staff collected worksheets in two out of the 64 permit applications we
assessed. PCs altered the value of the proposed work in both cases. In these two cases,
estimates increased by a total of $774,000 (21 per cent), resulting in an additional $4,182 in
fees payable to the City. We found no documentation to indicate how the branch determined
that the project values indicated in the remaining 62 permits were acceptable. The City did
not require supplementary cost information to demonstrate the completeness and
reasonableness of those estimates. The lack of documented guidance for staff on how to
determine the acceptability of cost estimates and when to seek supplemental cost
information may increase the risk of the City undercharging fees.
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Recommendation 1:

The Development, Buildings and Licensing department should address discrepancies
between the Building By-law and the administrative design of the City of Vancouver’s building
permit fee assessment process by either:

¢ Redesigning processes to more explicitly comply with the Building By-law and address
risks of under-charging or over-charging fees; or,

¢ Researching and recommending to Council amendments to the Building By-law to include
a different method for charging building permit fees that is consistent, reliable, equitable
and more efficient than using the value of the proposed work submitted by applicants as a
basis for charging fees, taking the following into consideration:

0 The alignment of the selected method with the purpose of charging fees in order to
recover the full cost of providing the service of issuing permits; and,

o Developing a transparent method for calculating fees that can be consistently and
accurately applied, with administrative efficiency (which may be unique to different
types of buildings).

Ontario’s approach to calculating building permit fees

In recent years, local governments in Ontario have moved away from using overall project estimates submitted by
applicants to calculate building permit fees. Instead, Ontario jurisdictions use a tiered floor area calculation that
applies standard unit multipliers for different types of structures. Applicants use the gross floor area and multiply by
the appropriate standard unit to calculate building permit fees.

This process is simple for staff to administer and transparent for applicants to follow. Also, because the size, type
and characteristics of a structure may have a more direct impact on the activities required to approve a permit than
the estimated value of the building, this approach may be better aligned with the objective of charging a fee that is
generally reflective of the cost to provide the service.

Approach to building permit fees by other B.C. local governments

We reviewed the by-laws related to building permit fees from eight other B.C. local governments. All eight based
their fees on the value of construction; however, some by-laws were less restrictive about the tools the Chief
Building Official (CBO, or equivalent position) could use to calculate the valuation. These by-laws allowed for
calculations by the CBO that were reasonable, practical and expedient, or based on construction price indices.

One local government identified a value to be applied to calculate the estimated construction value, by square foot
or square meter, based on the type of building and type of construction, similar to Ontario.
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What we found — Housing Review and Building Review Branches

2.1.5 Neither branch had written procedures or guidance for the
building permit fee assessment process

Standardized procedures can support the consistent application of administrative processes.
When procedures are documented, they can be more accessible and provide approved,
standardized guidance that can reduce errors resulting from misunderstandings,
misinterpretation or informal changes to practices. Documented procedures also help to
maintain organizational knowledge, which is important for assisting new staff to become
efficient at applying administrative procedures accurately. Reductions in errors would help
the City maintain public trust and ensure that fees are charged and collected to fund
services for citizens.

DBL did not have any written standard operating procedures or guidance for the building
permit fee assessment process. Staff told us that PCs relied on informal guidance from
supervisors, colleagues, or publicly available checklists to confirm that the required
information was captured to calculate and process building permit fees.

Staff told us that PCs received training before being independently allowed to process
building permit applications. Training materials delivered to PCs focused on building code
compliance and did not include information on building permit fees.

Management and staff described the City’s administrative processes for determining
building permit fees. Other than the three types of inconsistencies found in HRB'’s
assessments, we did not observe significant deviations from the described processes for
either branch.

The Building By-law states that adjustments to building permit fees are required if there is an
increase in the value of the proposed work after an application was submitted or after a
permit was revised. Staff in both branches described reviewing revised applications to look
for changes that would increase the value. We did not find evidence that staff made or
should have made changes.

We found one BRB-issued permit where the architectural plan changed after the permit was
approved, but a change to the building permit fee was not required as the change to the
structure would likely not have significantly altered the project value.
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67. Of the 64 HRB permits we examined, at least ten had updates to permits after they were
issued, but none of these included alterations to the net floor area, so no adjustments were
made or needed to be made to building permit fees.

Recommendation 2:

The Development, Buildings and Licensing department should develop written guidelines or
standard operating procedures for staff to follow when administering processes to determine
building permit fees and provide training to staff on the processes.

2.1.6 The Marshall & Swift valuation method was not used to validate
cost estimates provided by applicants

68. The use of the Marshall & Swift valuation method is included in the Building By-law as an
optional tool for the CBO to use to calculate the building permit fee. Although staff told us
that Marshall & Swift had sometimes been used by DBL in the past, most PCs we asked
were not familiar with Marshall & Swift and neither branch used it to validate cost estimates
or substitute a different value for the proposed work.

69. As the branches were not using Marshall & Swift as a tool to calculate building permit fees,
no resources or training were available for PCs on this methodology.
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2.1.7 The Development, Building and Licensing department did not
provide detailed guidance to applicants to ensure that project cost
estimates submitted in building permit applications were complete,

reasonable and supportable

Clear and complete guidance can help ensure that requirements are transparent and well
understood between parties. Clear guidance can reduce the time required to clarify
expectations, complete tasks, clear up misunderstandings, and promote consistency of

interpretation.

The Building By-law requires applicants to
state a value of the proposed work that
includes “the total current monetary worth of
all proposed materials, construction and
work related to the building.”

However, the City’s building permit
application form included minimal
information on the City's expectations of
what to include in the value of the proposed
work.

The only direction on the form is that
applicants should include “all plans, material
and labour costs.” Publicly available
information on the City’s website included
information and resources related to building
permits but did not provide additional details
for applicants on what should be included in
the project cost estimate on their application
form.

Recommendation 3:

Definition of the Value of the Proposed Work

The Building By-law defines the elements that should
be included in the total current monetary worth of the
building proposed in a building permit application:

e All proposed materials, construction and work
related to the building;

e All labour and all fees and costs incurred for
design, investigative testing, consulting
services, construction, construction
management, contractor’s profit and overhead,
sales taxes and construction insurance related
to the building;

e The market value of all labour, including unpaid
labour provided by an owner or volunteer and
the market value of all materials, including
donated, recycled or used materials; and,

e The value shall include all components of the
building, notwithstanding the fact that some
components of the building may be subject to
other permits and fees.

Source: Vancouver Building By-law No 12511
Division C: Administrative Provisions Section 1.6.2.3

The Development, Buildings and Licensing department should enhance the guidance
provided to building permit applicants in order to support applicants’ inclusion of complete

and accurate information in their application forms.

Office of the Auditor General for the City of Vancouver

Audit Report



Appendix B Page 37

Building Permit Fees 24

2.2 Accuracy of Building Permit Fees

What we looked for

74. We assessed whether management had information, reports or measurements to determine
the relative accuracy of the assessment of building permit fees by HRB and BRB.

75. We also looked at a selection of permits from both branches that were created and issued
during our audit period. We reviewed the building permit submissions to determine whether
the fees charged to applicants were within a reasonable range of the estimated construction
value using the Marshall & Swift method, as authorized by the Building By-law as a
substitute for the value of the proposed work submitted by applicants.

76. We analyzed the final permit fees assessed by both branches to see whether, once the
proposed value of the work was entered into the City’'s POSSE system, the City assessed
fees correctly in accordance with the values included in the City’'s Schedule of Fees for
Development & Building Related Permits.

What we found — Housing Review and Building Review Branches

2.2.1 Building permit fees were accurately calculated using the values
prescribed in the City’s Schedule of Fees

77. We found that 100 per cent of the time (for both HRB and BRB), the City calculated building
permit fees using the values prescribed in the City’s Schedule of Fees for Development &
Building Related Permits, which identified the amount to be charged against the estimated
cost of the work. The City completed this process using its POSSE system, which calculated
the final fee based on the assessed value (value of the proposed work) after it was entered
into the system.

2.2.2 The Development, Building and Licensing department did not
consistently collect or review information, reports, or measures to
determine or monitor (at an aggregate level) whether building permit
fees were correctly assessed

78. Monitoring and reporting on the results of work performed is an important management tool
to help ensure that the correct processes are followed, and that staff have the tools they
require to complete their tasks efficiently, consistently and accurately.
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79. We found that neither branch had information or reports to support monitoring to ensure that
the value of the proposed work, or the values substituted by HRB, were assessed
consistently. Although we saw evidence of errors being corrected, we found no formalized
process to identify data entry errors in either branch.

80. DBL did not have performance measurements or targets to guide the processing of building
permits or building permit fees. This audit did not set out to examine the alignment between
revenue collected through building permit fees and the cost of administering building
permits. That topic is a component of the OAG’s concurrent audit of the City’s Permitting
Program Cost Recovery Model and any relevant findings for DBL will be reported there.

Recommendation 4:

The Development, Buildings and Licensing department should develop a process, utilizing
information available in POSSE, to monitor for administrative consistency of the building
permit fee process to ensure that fees are being assessed correctly.

What we found — Housing Review Branch

2.2.3 For projects we reviewed, the value of the proposed work was

within a reasonable range of the values calculated using Marshall &
Swift

81. We completed a detailed review of five building permit applications of different types,
processed by HRB during our audit period. We undertook this analysis in order to validate
whether the value of the proposed work used by the City to calculate fees was reasonably
accurate compared to using the Marshall & Swift method of determining estimated
construction value. Through this process we also sought to validate the multiplier used by
the City in place of values provided by applicants. The types of applications we looked at
included:

e Laneway house;

e One-family dwelling;

e One-family dwelling with secondary suite;
e Two-family dwelling; and,

e Two-family dwelling with secondary suite.
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82. We found that in these five permits, the value of the proposed work that was used as a basis
to apply the Schedule of Fees was within four to 16 per cent of the amount we assessed
using the Marshall & Swift valuation tool, as referenced in the Building By-law.

83. Estimated values used by HRB to determine fees were generally slightly higher than the re-
assessment using Marshall & Swift. However, the multiplier used by the City was developed
many years ago and has not been updated or adjusted. Marshall & Swift valuations for the
permits we examined increased by 26 per cent from January 1, 2021, to August 31, 2022,
and building construction price indices published by Statistics Canada show that the
average construction cost for residential buildings in Vancouver increased by 44 per cent
from 2017 to 2022 (Q2).

84. Although the amounts calculated by the City were within a reasonable range during the time
period of the audit, this appears to be more by chance than by design. Due to the significant
escalations of construction costs noted above, estimated values calculated by HRB were
likely higher than Marshall & Swift estimates would have been in previous years and will
likely soon be lower if the City continues to use the $250 multiplier.

What we found — Building Review Branch

2.2.4 For projects we reviewed, the value of the proposed work was
within a reasonable range of the values calculated using Marshall &
Swift

85. We completed a detailed review of three building permit applications of different types,
processed by BRB during our audit period. The types of applications we looked at included:
¢ A non-dwelling related building processed by a CP;
¢ A dwelling-related building processed by a CP; and,
o A dwelling-related building processed by a PC.

86. The values used by BRB were between eight per cent below and 23 per cent above the
values resulting from our application of Marshall & Swift. While this is a wide range, we have
concluded that it is reasonable given that the Marshall & Swift valuation is based on an
average estimate of projects with similar build quality, and the uncertainties inherent with
construction estimates.
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Estimates provided for rezoning applications compared to building permit fee
applications

87. We identified that some building permit applicants were required to submit cost estimates to
the City’s Rezoning Centre at an earlier rezoning phase for buildings that required
Community Amenity Contributions (CAC) to be paid to the City, and noted discrepancies
between the estimates provided for the same buildings at different stages. While there may
be reasonable explanations for these differences, such as changes in project scope and
differing definitions of cost, BRB did not review these sets of estimates to determine if the
differences were indeed reasonable.

88. We decided not to expand the scope of this audit to examine CACs, and we are considering
undertaking a subsequent review that will examine in more depth the inconsistencies we
observed.

Recommendation 5:

The Building Review Branch should review the value of the proposed work submitted for
projects that have provided estimates during rezoning applications (for Community Amenity
Contribution requirements) to determine if they would assist in assessing the reasonability of
the values provided in building permit applications.
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Appendix A: Response from the Development,
Buildings and Licensing Department

Overall Comments

I'd like to thank the Auditor General’s office for the high level of professionalism displayed
throughout the audit process and for the patience with the availability of staff and subject
matter experts during this time.

It is important to acknowledge that senior management in DBL was receptive to the
opportunity to participate in an independent assessment of the current cost valuation
process and procedures for calculating building permit fees for new construction, and to
gain insights into the administration of the program.

The audit process was inclusive, transparent and well received by impacted staff teams.
The audit offered an opportunity to gain a fulsome understanding of the departmental
administration of the cost valuation program and to identify inconsistencies and
opportunities for improvement.

DBL senior management team acknowledges the value of this audit process, the findings
detailed in the report, and is supportive of the five recommendations put forward regarding
changes and modifications to the administration of the program.

The DBL team also acknowledges the complexities of the current cost valuation tool
recognized in the Vancouver Building By-law, which may have contributed to some of the
inconsistencies identified, and will be exploring other acceptable industry tools that may
offer a simplified cost valuation methodology.

Andrea Law
General Manager
Development, Buildings and Licensing

City of Vancouver

Office of the Auditor General for the City of Vancouver Audit Report
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Auditee’s Action Plan

Exhibit 5: The Development, Buildings and Licensing Department’s Action Plan

Recommendation Management Response and  Responsibility = Target Date
Next Steps
Recommendation 1 The Development, Buildings Chief Building
and Licensing department Official; and,
The Development, Buildings and Licensing department should address agrees with the
discrepancies between the Building By-law and the administrative design of | recommendation, and will Director,
the City of Vancouver’s building permit fee assessment process by either: implement actions for both Permitting
components: Services
e Redesigning processes to more explicitly comply with the Building By-
law and address risks of under-charging or over-charging fees, or Action: Staff to develop Q2 2023
e Researching and recommending to Council amendments to the standardized processes to
Building By-law to include a different method for charging building ensure consistency in how
permit fees that is consistent, reliable, equitable and more efficient than | fees are charged across
using the value of the proposed work submitted by applicants as a business units.
basis for charging fees, taking the following into consideration:
o The alignment of the selected method with the purpose of Action: Staff to provide Q4 2023
charging fees in order to recover the full cost of providing the recommendations to Council
service of issuing permits; and, reflecting amendments to the
o Developing a transparent method for calculating fees that can | Vancouver Building By-law to
be consistently and accurately applied, with administrative consider alternate methods for

efficiency (which may be unique to different types of buildings). | calculating fees.
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The Development, Buildings and Licensing department should develop a
process, utilizing information available in POSSE, to monitor for
administrative consistency of the building permit fee process to ensure that
fees are being assessed correctly.

agrees with the
recommendation.

Action: Staff to explore
mechanism in POSSE to
report out on accuracy in the

Recommendation 2 The Development, Buildings Chief Building Q22023
and Licensing department Official; and,

The Development, Buildings and Licensing department should develop agrees with the

written guidelines or standard operating procedures for staff to follow when | recommendation. Director,

administering processes to determine building permit fees, and provide Permitting

training to staff on the processes. Action: Create standard Services
operating procedures for staff
charged with administering
building permit fees.

Recommendation 3 The Development, Buildings Chief Building Q22023
and Licensing department Official; and,

The Development, Buildings and Licensing department should enhance the | 5grees with the

guidance provided to building permit applicants in order to support recommendation. Director,

applicants’ inclusion of complete and accurate information in their Permitting

application forms. Action: Amend the application | Services
process and forms to provide
greater clarity for applicants
regarding fee calculations.

Recommendation 4 The Development, Buildings Director, Q32023
and Licensing department Permitting

Services; and,

Director, Digital
Services

Office of the Auditor General for the City of Vancouver
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calculation of fees and monitor
to ensure fees are assessed
correctly and consistently.

Recommendation 5 The Development, Buildings Senior Manager, | Q2 2023
and Licensing department Business

The Building Review Branch should review the value of the proposed work agrees with the Services and

submitted for projects that have provided estimates during rezoning recommendation. Strategic

applications (for Community Amenity Contribution requirements) to Compliance

determine if they would assist in assessing the reasonability of the values Action: Work with Planning,

provided in building permit applications. Urban Design and

Sustainability to review and
assess estimates provided for
Community Amenity
Contributions at rezoning and
consider the merits of aligning
values at the building permit
stage.
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Appendix B: About the Audit

This report presents the results of a performance audit conducted by the Office of the Auditor
General for the City of Vancouver (OAG) under the authority of the Auditor General By-Law No
12816. All work in this audit was performed to a reasonable level of assurance in accordance
with the Canadian Standard on Assurance Engagements (CSAE) 3001 — Direct Engagements,
set out in the CPA Canada Handbook — Assurance.

The Office of the Auditor General applies Canadian Standards on Quality Management, CSQMs
1 and 2 which require it to maintain a comprehensive system of quality management, including
documented policies and procedures regarding compliance with ethical requirements,
professional standards, and applicable legal and regulatory requirements.

The OAG complies with the independence, other ethical requirements and rules of professional
conduct of Chartered Professional Accountants of British Columbia (CPABC) applicable to the
practice of public accounting and related to assurance engagements and the standards of
conduct of the City of Vancouver.

Objective

The objective of the audit was to determine whether the City of Vancouver's (the City)
Development, Buildings and Licensing department (DBL) implemented processes to accurately
and consistently assess building permit fees in compliance with the Vancouver Building By-law
No 12511 (Building By-law).

Period Covered by the Audit

The audit covered the period of January 2021 to June 2022. The audit included materials
produced prior to January 2021 that were used as policies, guidance or administrative
processes during the audit period (for example, the Building By-law). We conducted our
examination work from July to November 2022, and completed the audit on January 18, 2023.

Audit Scope and Approach

The scope of this audit includes processes related to building permit fees for new construction
administered by BRB and HRB under DBL’s Permitting Services.

The scope of this audit does not include:

¢ Building permit fee processes for renovation projects, as these projects are typically low-
cost and collectively only make up about eight per cent of fees;
e Other permits, such as zoning and development permits and associated fees;
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e The collection of fees and financial processes and controls administered by FRS; or,
e Building permit issuance timeliness and enforcement.

The audit also did not include an examination of the City’s permitting program cost recovery
model, which is the subject of a separate, concurrent audit.

We used several methods to obtain sufficient and appropriate audit evidence. We reviewed
available documentation, interviewed key internal stakeholders, including building permit stream
managers and other staff and met with external stakeholders. We reviewed building permit
samples and undertook analytical procedures to assess the reasonability of cost estimates by
comparing the value of the proposed work of eight projects with estimates we generated using
the Marshall & Swift valuation method.

We believe the audit evidence obtained is sufficient and appropriate to provide a basis for our
conclusion.

Audit Criteria

A performance audit uses specific criteria that are determined in advance to assess how the
department or program is performing in the area being examined. Criteria are intended to be
reasonable expectations of how a program, operation, system or practice is managed to
achieve intended results.

We used the following criteria in this audit:

Exhibit 6: Audit Criteria

Line of Enquiry: Administrative processes for determining building permit fees were designed to

reasonably comply with the Vancouver Building By-law
Building permit

fee administrative =~ Administrative processes for determining building permit fees were clearly
processes and defined, well understood, and appropriately resourced

practices
The processes used to determine the building permit application fees were

applied with appropriate consistency in different streams

DBL effectively utilized the Marshall & Swift valuation method, where
appropriate, to validate cost estimates provided by applicants
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DBL provided sufficient guidelines and information and set clear expectations
for applicants on the provision of reasonable and supportable estimates

Line of Enquiry: The correct building permit fees were assessed and applied by DBL

Accuracy of
building permit
fees assessed

DBL acknowledged its responsibility for the subject matter of this report and agreed with the
suitability of the criteria we applied.

Follow Up
The recommendations within this report will be included as part of the OAG’s semi-annual
follow-up process agreed to by Council.

Office of the Auditor General for the City of Vancouver Audit Report
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COUNCIL REPORT

Report Date: January 23, 2023
Contact: Tina Penney
Kevin Burris
Contact No.: 604-829-9276
604-707-5412
RTS No.: 15533
VanRIMS No.:  08-2000-20
Meeting Date:  February 2, 2023
Submit comments to Council

TO: Auditor General Committee
FROM: Tina Penney, Deputy City Clerk

SUBJECT: Auditor General Committee — External Liaison Recruitment

Recommendations

A.  THAT the Auditor General Committee adopt a targeted recruitment process to fill the
vacant position of External Advisory Liaison member on the Auditor General
Committee, as outlined in the report “Auditor General Committee — External Liaison
Recruitment” (RTS 15533).

B. THAT the Auditor General Committee establish an informal working group to oversee
the External Advisory Liaison member recruitment process, made up of Councillors

[Insert names.]

Purpose and Executive Summary

This report presents process options for recruitment of an External Advisory Liaison member to
the Auditor General Committee (AGC). Currently the AGC has one vacancy for this position, due
to a resignation. The Committee may wish to conduct an open recruitment, using procedures
similar to those employed in recruiting volunteer members to civic agencies; or a targeted
recruitment, based on procedures previously employed in recruiting the External Advisory
Liaison members.

In accordance with the AGC terms of reference, candidates with accounting, public finance, or
recent management experience should be preferred for appointment. For this reason, the report
recommends a targeted approach, though both options are available for the Committee’s
consideration.


https://vancouver.ca/your-government/contact-council.aspx
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Council Authority/Previous Decisions

e On November 4, 2020, pursuant to Section 161 of the Vancouver Charter, the Standing
Committee on Policy and Strategic Priorities approved terms of reference for the Auditor
General Committee (AGC), and also established an Auditor General Recruitment
Committee (AGRC). These terms of reference state that the Committee’s five Councillor
members are to select an additional two External Advisory Liaison members with
relevant auditing performance experience.

e On December 11, 2020, the AGC approved a Code of Conduct/Terms of Engagement for
External Advisory Liaison Members. The AGRC then amended this Terms of
Reference/Code of Conduct on February 19, 2021 (see Appendix A for consolidated
document).

e Also on December 11, 2020 Council appointed External Advisory Liaison members
Archie G. Johnston and Karen Keilty to the AGC.

Auditor General Comments

Given the limited number of potential qualified candidates in Vancouver and need to fill this
position quickly, the Auditor General recommends a targeted recruitment process.

Context and Background

Following Council establishment of the Office of the Auditor General (OAG) on November 4
2020, an OAG informal working group reached out to the Canadian Audit and Accountability
Foundation (CAAF) to help identify candidates for the two External Advisory Liaison member
positions. The working group contacted candidates recommended by the CAAF, a shortlist was
developed for AGC review and selection, and ultimately Council appointed Archie G. Johnston
and Karen Keilty as External Advisory Liaison members.

On January 18, 2023, Karen Keilty resigned from the AGC due to scheduling conflicts
throughout the upcoming year, necessitating recruitment of a new External Advisory Liaison
member.

As the CAAF is a national organization based in Ottawa, staff believe narrowing the search to
more local candidates by consulting with Chartered Professional Accountants British Columbia
(CPABC) will better suit the present circumstances.

Discussion
Two potential recruitment processes are outlined below. The suggested targeted process would
rely on the expertise of CPABC, rather than the Ottawa-based CAAF.

In both cases, it is suggested that an informal working group of 2-3 members of the Auditor
General Committee be formed to take the lead on recruitment activities. The Auditor General is
available to provide advice or subject matter expertise, as needed.

Targeted Recruitment Process

A targeted recruitment process would follow essentially the same steps as in 2020:


https://council.vancouver.ca/20201104/documents/pspc20201104min.pdf#page=5
https://www.bclaws.gov.bc.ca/civix/document/id/complete/statreg/vanch_00_multi#section161.
https://council.vancouver.ca/20201104/documents/pspc3.pdf#page=22
https://council.vancouver.ca/20201211/documents/agc20201211min.pdf
https://council.vancouver.ca/20210219/documents/agrc20210219min.pdf
https://council.vancouver.ca/20201211/documents/RTS14227Decision.pdf
https://council.vancouver.ca/20201104/documents/pspc20201104min.pdf#page=5
https://council.vancouver.ca/20201104/documents/pspc20201104min.pdf#page=5
https://www.caaf-fcar.ca/en
https://www.caaf-fcar.ca/en
https://www.bccpa.ca/
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1. AGC informal working group contacts CPABC to request recommendation of suitable
candidates.

2. The working group contacts candidates to determine suitability and willingness to serve,
and develops a shortlist.

3. The working group presents shortlisted candidates to the greater AGC for review and
selection.

Open Recruitment Process

An open recruitment process would follow the pattern of most recruitments to the City’s
volunteer civic agencies. While such a process would be more open and likely result in a greater
range of candidates, it may also lead to a greater number of candidates who do not meet the
criteria of the Terms of Reference:

1. AGC informal working group develops application questions focused on eligibility,
suitability, and qualifications for External Advisory Liaison position.

2. An application period is determined, wherein members of the public may submit
application forms using existing City software (Better Impact).

3. Applications are compiled by staff and reviewed by the working group, and the working
group contacts shortlisted candidates for interviews.

4. Based on interview outcomes, the informal working group recommends a candidate to
the greater AGC.

Financial Implications

The only foreseeable expense would be for an open recruitment process, which would require
the purchase of a Better Impact sub-account specific to the Auditor General Committee in order
to run applications (cost of $215.25 in 2022).

Legal Implications
There are no legal implications associated with this report’s recommendations.
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1.

(@)
(b)
(c)

(d)

(e)
(f)

(9)

(h)
(i)

Definitions

“City” means the City of Vancouver;

“Confidential Information” has the meaning given to it in section 9;
“Costs” means, in respect of any matter:

Q) all direct and indirect; and
(2) all consequential;

losses, damages, liabilities, deficiencies, costs and expenses.

“Third Party” means any third party entity involved in any agreements, negotiations, or
other dealings with the City or its affiliates;

“Committee” means the Auditor General Recruitment Committee;

“Committee’s Terms of Reference” means the Terms of Reference attached as
Schedule “A” to this Reference Document;

“External Advisor” means an external liaison advisory member of the Committee (ie.
those members who are not Councillors);

“AGRC Chair” means the Committee Manager; and

“Political Activity” is applicable to the civic, regional, provincial, and national elections
and includes:

() carrying on any activity in support of, within, or in opposition to a political party;

(2) carrying on any activity in support of or in opposition to a candidate before or during
an election period; and

3) seeking nomination as or being a candidate in an election before or during the
election period.
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To Each External Advisor:
2. General Intent

The City thanks External Advisors for and greatly appreciates their generosity to our community
in agreeing to sit as a member of the Committee, and provides the material set out in this
Reference Document to assist in effectively understanding the terms of engagement and code of
conduct that govern participation on the Committee. The purpose of this Reference Document is
to set out the most important terms and conditions which apply to External Advisors.

3. Committee Composition and Term

The Committee will be comprised of up to seven members, 5 of whom will be Councillors, and up
to 2 of whom will be fully participating but non-voting External Advisors (due only to Vancouver
Charter constraints). Appointment to the Committee will be for a term of the Committee as set out
in the Committee’s Terms of Reference. The Committee has been formed to serve at the
discretion of City Council and each External Advisor serves at the discretion of City Council. As
such, the term of an External Advisors’ appointment may be extended, or the Committee may be
disbanded and/or an External Advisor's appointment may be withdrawn or cancelled without
cause at any time, on written notice from the City.

4. Scope of Committee Activities

The Committee has been established by City Council to provide confidential, objective, expert
advice to City Council with respect to the recruitment of an Auditor General, as set out in the
Committee’s Terms of Reference.

5. External Advisor is a Volunteer

Since External Advisors sit as volunteers, they will not be entitled to any compensation and will
not be an employee of the City. Accordingly, External Advisors are not entitled to Workers
Compensation Board benefits nor any medical, disability or other insurance benefits or coverage
of any kind.

6. Conflicts of Interest - Prior to Joining Committee

Except as disclosed to the City in writing prior to starting on the Committee, the External Advisor
now confirms that, to the best of their knowledge as of the date of joining the Committee, the
External Advisor is not:

(@) an elected official or employee of the City; or
(b) an officer, director, shareholder, partner or employee of any business of a Third Party’s;

such that there would be any conflict of interest or any appearance of conflict of interest in the
External Advisor’s participation on the Committee.

7. Conflicts of Interest — Avoidance/Management After Joining Committee

External Advisors must avoid situations where their personal interests conflict with their duty to
the Committee and the City. A conflict of interest occurs when an External Advisor’'s personal
interest or obligation may influence his or her advice or performance on behalf of the Committee.
A personal interest may create:
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» an actual conflict, (for example — an External Advisor owns property or a business interest
that is directly involved in providing goods or services to the City);

» a potential conflict, (for example - an External Advisor or their business is planning to bid on
a procurement opportunity with the City); or

» a perceived conflict, (for example - a External Advisor who is involved in choosing or
recommending suppliers or consultants for the Committee is a close friend of an employee of
a particular supplier and often attends personal and family events in the presence of the
supplier).

These examples are intended to illustrate the types of conflicts that should be avoided and should
not be considered an exhaustive list.

While conflicts must be avoided wherever possible, some conflicts can be appropriately managed
or cured through full disclosure and separation of duties. In general:

» External Advisors must take all reasonable measures to avoid situations in which they could
directly or indirectly benefit personally from a transaction involving, or contract with, the City
or from the External Advisor’s knowledge of or ability to influence decisions for the Committee;
and

* where an actual, potential or perceived conflict of interest may exist, the External Advisor: (i)
must declare the conflict to the Committee; and (ii) must not participate in any discussions,
advice by the Committee related to the matter from which the conflict arises.

8. Outside Activities and Directorships

External Advisors may engage in outside activities, including acting as a director of a corporation,
provided those outside activities do not interfere with the proper discharge of their duties to the
Committee and the City and do not imply the Committee's sponsorship or support for the outside
organization or its initiatives.

Examples of activities that would interfere with the proper discharge of an External Advisors duties
include:

» knowingly being employed by, having a financial interest in, or borrowing from (except on
widely offered customary terms), a supplier or service provider of the Committee; and

e receiving fees or benefits for referring the Committee or Committee members to an outside
business or referring an outside business to the Committee.

External Advisors must promptly disclose in writing to the City a list of all companies in which they
have an interest.

9. Accepting Gifts

From time to time External Advisors may receive gifts from Third Parties. Receiving significant
gifts from Third Parties in their capacity as an External Advisor may place the External Advisor in
a perceived conflict position.

Gifts from Third Parties may be accepted if they benefit the Committee and are within normal
industry standards for business relationships and hospitality. External Advisors should be
comfortable that the gift does not create a sense of obligation, would improperly influence the



Appendix C Page 56

APPENDIX A Page 9

External Advisor's advice or would be perceived by third parties as being extravagant or
excessive. For example, a normal course gift might be a memento to reflect the completion of a
transaction, or the entering into of a major contract or may be given simply to reflect the
importance of an ongoing business relationship.

Individual gifts from Third Parties of a material nature with an estimated value in excess of $50.00
should be declined with thanks, unless it will create a difficult or awkward situation in which case
it should be reported to the AGRC Chair. The City may determine that the gift should be returned
or disposed of in support of charitable purposes.

Multiple gifts from the same Third Party over a short period of time should be avoided.

The following gifts from Third Parties must not be accepted: cash, bonds, negotiable securities,
personal loans, any type of gift card/certificate valued at over $50.00, airline tickets or use of a
vacation property.

10. Charitable and Political Donations

The Committee encourages the valuable contribution that is made by External Advisors
personally participating in charitable, community, political, and similar organizations.

» External Advisors may support causes of their choice, but must ensure that contributions are
not associated, or perceived to be associated, with the Committee.

* External Advisors may not solicit donations from other External Advisors or from the
Committee's employees, suppliers or service providers except in support of City-approved
charitable initiatives, or with the written approval of the City.

11. Political Advocacy

External Advisors should enjoy broad political freedoms and should be able to engage in
democratic politics with few restrictions. However, such broad freedoms must be exercised so as
not to call into question an External Advisor’s ability to perform their duties as an External Advisor
in a professional and impartial manner. External Advisors may engage in any Political Activity so
long as it does not impair, or is not perceived as impairing, their ability to perform their duties as
an External Advisor in a politically impartial manner.

External Advisors may seek nomination as candidates for City Council and for the Park Board,
provided the External Advisor meets the following requirements:

. Notify the AGRC Chair in writing, of the External Advisor's intention to consent to
nomination, before being nominated,

. After advising the AGRC Chair in writing, the External Advisor is entitled to and must take
a leave of absence from the Committee, as follows:

i) Commencing on the first day of the nomination period or the date of notification,
whichever is later; and
ii) Ending:
(A) if the External Advisor is not nominated, on the day after the end of the
nomination period;
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(B) if the External Advisor withdraws as a candidate, on the day after the
withdrawal;

(©) if the External Advisor is elected, on the day the External Advisor resigns
from the Committee and in no case later than the day on which the External
Advisor swears the oath of office;

(D) if the External Advisor is not elected and no application for a judicial recount
has been made, on the last day on which an application for a judicial
recount may be made; and

(E) if the External Advisor is not elected and an application for a judicial recount
has been made, on the date when the results of the judicial recount are
determined.

12. Confidential Information

For the purposes of this Reference Document, “Confidential Information” means any oral or
written data, financial, operating, evaluation, and other information, submitted by a Third Party or
generated by the Committee or the City as part of the Committee’s activities, including without
limitation:

(a) all communications amongst the City, Third Parties, and the Committee occurring during
or arising from the Committee’s activities;

(b) all financial, operating and other proprietary information in respect of the business,
property and management of the Committee or any Third Party and any other information,
written or oral, provided by the City or a Third Party as part of the Committee’s activities;

(©) any record, report, document, policy, practice, agreement, account, ledger or other data
or information relating to the business or proposed business of the City or a Third Party,
including without limitation any and all discoveries, inventions, processes, methods,
techniques, know-how, trade secrets, and intellectual property and proprietary rights
relating to the City or a Third Party, expressed in whatever form;

(d) any record, report, document, policy, practice, agreement, or other data or information
created by the City or the Committee in connection with the Committee’s activities;

to which access is granted to or obtained by External Advisors from the City, but does not include
any data or information which:

(e) is or becomes publicly known or available through no breach of the terms of this Reference

Document;
Q) is disclosed with the prior written consent of the City; or,
(9) is information required to be disclosed pursuant to the Freedom of Information and

Protection of Privacy Act (British Columbia).
10. Promise of Confidentiality by External Advisor
The External Advisor acknowledges and agrees:
€)) to keep all Confidential Information to which access is granted to or obtained by the

External Advisor in strictest confidence and as being strictly private and confidential and
not to disclose or permit disclosure of all or any portion of the Confidential Information,
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except as otherwise expressly permitted by this Reference Document or with the prior
written authorization of the City;

(b) not to use all or any portion of the Confidential Information in any way which may be
reasonably considered as detrimental to the City or a Third Party, or which might be
reasonably considered to adversely affect the integrity of the City or the Committee, or in
any manner which would constitute a breach of any law, rule or regulation of any
jurisdiction;

(©) not to use all or any portion of the Confidential Information for any purposes other than
the activities of the Committee; and,

(d) to promptly advise the City in writing of any unauthorized use or disclosure or any
anticipated use or disclosure of all or any portion of the Confidential Information comes to
an External Advisors’ attention and to take all reasonable steps to stop such unauthorized
or anticipated use or disclosure.

11. Return of Confidential Information

On an annual basis at the direction of the City, External Advisors will promptly return to the City
or destroy all records of the Confidential Information, without retaining copies and confirm such
redelivery or destruction to the City by delivering to the City a certificate in writing which certifies
such redelivery or destruction.

12. Permitted Disclosures

Despite anything above to the contrary, External Advisors may disclose all or any part of the
Confidential Information as may be required by law or pursuant to an order of a court of competent
jurisdiction, but only after advising the AGRC Chair in writing, in order to allow the City a timely
opportunity to appeal any such order, before any disclosure is made of such Confidential
Information.

12.1 Media Contact and Public Statements

In order to ensure that the Committee's reputation is maintained and that messages are
consistent, all media inquiries should be directed to the AGRC Chair. External Advisors should
not make public statements regarding the Committee or the City.

13. Costs and Expenses

All incidental expenses associated with an External Advisor’'s role should be submitted to the
AGRC Chair, or such other person as may be designated from time to time. Expenses will be
reviewed and approved by the AGRC Chair provided they are within the City’s approved expense
reimbursement policy.

14. General Provisions

(a) This Reference Document is governed by the laws of British Columbia and the courts of
British Columbia will have exclusive jurisdiction over any and all disputes arising from it.

(b) This Reference Document will bind and benefit External Advisors and their respective
successors and assigns and will bind and benefit the City and its successors and assigns.
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(© The relationship between the parties is that of a fiduciary relationship with External
Advisors owing a fiduciary obligation of the utmost trust, confidence and loyalty to the City
in keeping the Confidential Information confidential and avoiding or properly managing all
actual and perceived conflicts of interest. However, aside from the above-noted
obligations, nothing in this Reference Document creates any relationship of agency,
partnership, or joint venture between the parties and neither party has the authority to act
on behalf of the other party or commit that party in any way.

(d) This Reference Document sets out the entire agreement concerning its subject matter and
replaces and supersedes all prior discussions, agreements, and writings, if any, between
the parties.

(e) This Reference Document may not be amended except in writing and signed by each
party. No condoning, excusing or over-looking by any party of any default or non-
observance will operate as a waiver unless the waiver is expressly granted in writing and
signed by the waiving party.

Q) In the event of partial unenforceability or invalidity, or a change in the law, or other
unintended event or occurrence, the parties will in good faith do everything and sign
everything required to most nearly restore or approximate the original intent of this
Reference Document.

(9) Pursuant to the Electronic Transactions Act (British Columbia), the parties will be legally
bound by the terms of this Reference Document upon transmission to the City of an e-
mail acknowledging the External Advisor’'s agreement to same.

15. Acknowledgement of Compliance

All External Advisors are required, as a condition of their appointment, to complete the
acknowledgement of compliance with this Reference Document attached as Form 1, within 30
days of their start date. Any material changes to this information will require another Form 1 to be
completed and submitted to the AGRC Chair within 30 days of any change.

16. Applicable City Policies

The City is committed to providing a work environment in which all individuals are treated with
mutual respect and dignity. As such, the City has developed a “Human Rights and Harassment
Policy” that addresses harassment as prohibited by the B.C. Human Rights Code, and a
“Respectful Workplace Policy” that deals with disrespectful workplace behaviour that is not
covered by human rights legislation. The City has also developed a “Whistleblowing — Reporting,
Investigation and Protection” policy that sets out guidelines for the reporting and investigation of
serious misconduct and provides protection from retaliation to those who report serious
misconduct in good faith. These policies can be made available to External Advisors at their
request.
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FORM 1
OWNERSHIP INTEREST DISCLOSURE STATEMENT AND ANNUAL STATEMENT OF
COMPLIANCE
1. I have an interest in the companies set out in the attached document, which | am required

to disclose pursuant to the Auditor General Recruitment Committee Reference Document.

(Please list in an attached document all companies in which you have an ownership interest. If you have
nothing to disclose, please sign and return this document with no attachment.)

2. I have received, read and understand the requirements of the Auditor General Recruitment
Committee Reference Document and will comply with the spirit and intent of the policies
therein. | understand that non-compliance with the policies could result in termination of
my appointment to the Auditor General Recruitment Committee.

Name (please print) Signature Date

Please return your completed form to:

AGRC Chair

C/O City Clerk

City of Vancouver

#320 - 507 West Broadway
Vancouver, BC

V5Z 0B4
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SCHEDULE “A”
TERMS OF REFERENCE
AUDITOR GENERAL RECRUITMENT COMMITTEE

[Attach Terms of Reference as approved by Council]
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